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INTRODUCTION 1 

Q. State your name and tell us on whose behalf you are testifying? 2 

A. I am James L. Crist, President of Lumen Group, Inc. a consulting firm focused on 3 

regulatory and market issues.  I am presenting rebuttal testimony on behalf of 4 

Dominion Retail, Inc., Interstate Gas Supply of Illinois, Inc., and Nicor Advanced 5 

Energy, L.L.C., collectively the “Retail Gas Suppliers” or “RGS.”1 6 

Q. Are you the same James L. Crist who submitted prefiled direct testimony on 7 

behalf of the Retail Gas Suppliers  in this consolidated docket? 8 

A. Yes. 9 

Q. What is the purpose of your rebuttal testimony in this proceeding? 10 

A.  I will respond to some issues raised in the rebuttal testimony of the Companies’ 11 

witnesses Dobson, Grace, and McKendry and will provide additional support for 12 

the positions of the Retail Gas Suppliers.  In this rebuttal testimony when I refer 13 

to the “Companies” I mean both Peoples Gas Light and Coke Company 14 

(“Peoples”) and North Shore Gas Company (“North Shore”).  There will be some 15 

occasions where I am providing data that pertains to one of those entities and in 16 

that case I will then use either “Peoples” or “North Shore”. 17 

Q. What are the specific issues you will address? 18 

A. I have broken the issues down into several main areas: 19 

1.  I will address the operational issues that the Companies’ witness Dobson 20 

expressed concern with.  In my direct testimony, I proposed adoption of the 21 

                                                 
1 Each of the members of RGS intervened individually in the instant proceeding.  The opinions herein do 
not necessarily represent the positions of any particular member of RGS. 



 
 

2

successful customer choice program in place at Nicor Gas, and Mr. Dobson 22 

confessed his total unfamiliarity with that program of the adjacent natural gas 23 

distribution utility.  The Nicor Gas rules which I proposed are designed to 24 

provide Choices For You (“Choice For You” or “CFY”) customers with a fair 25 

allocation of capacity and storage assets.   26 

2. I will address concerns expressed by the Companies’ witness Grace about 27 

socialization of administrative charges for transportation services that are 28 

available to all small volume Rate 1 and Rate 2 customers.    29 

3.  I will review a number of concerns that the Companies’ witness McKendry 30 

raised with the administrative improvements I recommended and will show 31 

why these improvements are easy to implement and will benefit the 32 

customers.   33 

 34 

BACKGROUND 35 

Q. In your direct testimony, you made a number of recommendations.  Please 36 

summarize those recommendations. 37 

A. As I explained in my direct testimony, my overall objective is to promote fairer 38 

rules that will create a level playing field with the Companies’ sales service and 39 

large volume transportation services so that all customers can, if they choose, 40 

experience the benefits of the competitive market offered through the Choices For 41 

You programs.  (See RGS Ex. 1 at lines 140-43.)  Accordingly, in my direct 42 

testimony I addressed a number of specific issues and made a number of 43 

recommendations, as follows: 44 
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1.  Fair Allocation of Capacity and Storage Assets.  Customers that elect to be 45 

supplied under Choices For You should receive a fair allocation of capacity and 46 

storage assets.  In order to provide access to on- and off-system storage and 47 

pipeline assets commensurate with the costs of those facilities and the flexibility 48 

that they provide, the Companies should allow Alternative Suppliers to: 49 

 a. Have daily injection and withdrawal rights that are commensurate with 50 

the rights and flexibility provided by the storage capacity that is allocated 51 

to Choices For You customers through various charges. 52 

b. Have monthly targets for injections and withdrawals that are 53 

commensurate with the Companies’ operations; 54 

c. Manage daily deliveries to a target provided by the Companies with +/- 55 

daily tolerance and impose appropriate penalties for Alternative Suppliers 56 

not hitting delivery target range.  The daily target should be the 57 

Company’s best estimate of the customer usage for that particular supplier 58 

on that given day. 59 

The Companies should also reduce punitive month end tolerance 60 

penalties that are not cost-based.   61 

2.  Revise the Aggregation Balancing Gas Charge.  The Companies should revise 62 

the Aggregation Balancing Gas Charge (“ABGC”) to reflect the benefit of 63 

services provided.   64 

3.  Proper Allocation of Administrative and Other Costs.  The Companies should 65 

include administrative costs related to Choices For You programs that apply to all 66 

Rate 1 and Rate 2 customers in the base rates for those customers instead of 67 
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causing Choices For You customers solely to pay those costs.  Additionally, the 68 

LDC Billing Option Charges should be eliminated. 69 

4.  Continued Service to Customers in Arrears.  The Companies should enable 70 

Alternative Suppliers to continue providing service under Rider SBO for 71 

customers who fall into arrears with the utility.   72 

5. Credit Balances.  The Companies should be directed to transfer credit balances 73 

that a customer has with the utility to the Alternative Supplier when the customer 74 

has a debit balance with the Alternative Supplier. 75 

6.  Rescind Period.  The Companies should be directed to reduce the wait period 76 

imposed on customers who wish to participate in the CFY program from 19 days 77 

to the minimum 10 day rescission period as required by Senate Bill 171. 78 

7.  Eliminate Restrictions on CFY Program.  The Companies should be directed to 79 

cease their practice of requiring a customer to take sales service for one month 80 

before they can activate in the CFY program.   81 

8. System Improvements. The Companies should make administrative 82 

improvements in their supplier billing and Pegasus system. 83 

(See generally RGS Ex. 1 at lines 146–84.) 84 

Q. Did the Companies offer meaningful rebuttal to your observations and 85 

recommendations? 86 

A. In general, the Companies did not seem to engage on many of the issues and for 87 

those where the Companies responded, their response did not rebut the 88 

fundamental points that were made in my direct testimony.   Accordingly, the 89 

Commission should order substantial changes be made to the Choices For You 90 
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program in order to ensure that the program is, in fact, consistent with a pro-91 

competitive, market-based approach that recognizes the efficiencies, customer 92 

savings, and desirability of meaningful natural gas supply options for Illinois 93 

consumers.  94 

ASSET RELATED ISSUES 95 
 96 

Q. For several years the RGS have been requesting that the Companies improve 97 

their CFY program that serves small transportation customers.  Have you 98 

seen any significant improvement in recent years? 99 

A. Unfortunately, no.  I am in agreement with the statement that the Companies’ 100 

Manager of Gas Supply, Mr. Dobson made on lines 570-72 of his rebuttal 101 

testimony (NS-PGL Ex. RD-1.0) where he confesses that the Companies have not 102 

made any significant changes in how they manage their system to provide service 103 

for the sales, CFY, and large volume transportation customers in the past several 104 

years. 105 

Q. Should the Companies make improvements? 106 

A. Yes.  Gas distribution utilities such as the Companies should be evaluating and 107 

implementing best practices and soliciting input from customers and suppliers on 108 

how to make their system work better.   109 

Q. Have you provided input to the Companies regarding necessary areas of 110 

improvement in how they manage the small volume transportation 111 

programs? 112 

A. Yes.  The RGS has been an intervenor in the Companies’ last base rate cases (ICC 113 

Docket No. 07-0241/0242 (cons.)) along with the WPS/Peoples Energy 2006 114 
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merger case (ICC Docket 06-0540).  In both of those cases the RGS voiced 115 

concerns regarding the CFY program and provided many recommendations.  116 

Unfortunately, apart from those recommendations that were ordered by the 117 

Commission, the Companies have done nothing to improve their small volume 118 

transportation programs.   119 

Q. In your direct testimony you explained that the RGS prefer the Choice 120 

program at Nicor Gas (called “Customer Select”) to the Companies’ CFY 121 

program.  Did the Companies examine the Nicor Customer Select program 122 

to determine how they might implement some of the Nicor program’s 123 

features? 124 

A. No.  In his rebuttal testimony (NS-PGL Ex. RD-1.0) Companies’ witness Dobson 125 

said he did not “know how Nicor coordinates service under its Rider 16 with its 126 

other transportation programs.”  (Id. at line 585) 127 

Q. Did Mr. Dobson attempt to learn how Nicor’s gas supply personnel manage 128 

and support service under Nicor’s Rider 16, which is Nicor’s Customer 129 

Select  program? 130 

A. He testified in his rebuttal testimony that he did not.  (See id. at line 582.) 131 

Q. So, if Mr. Dobson did not examine your recommendations, and if Mr. 132 

Dobson did not inquire of the Nicor Gas supply personnel how to make 133 

improvements, is it any surprise that the Companies have not made any 134 

significant improvements to the CFY program? 135 

A. No.  Since Mr. Dobson has not conducted any examination of the details of the 136 

Nicor Gas system or provided any evidence showing that the Companies could 137 
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not make any or all of the improvements, Commission should direct the 138 

Companies to design their small volume transportation program to be similar to 139 

the more successful Customer Select program at Nicor Gas.   140 

Q. Are customers that choose to purchase gas from an Alternative Supplier 141 

receiving equal treatment from the Companies? 142 

A. No.  Whether a customer is receiving gas from the Companies or from an 143 

Alternative Supplier the customer is paying the same amount to the Companies 144 

for their distribution services, unfortunately, that choice by the customer impacts 145 

the amount and use of the Companies’ capacity assets that are used to provide 146 

service to the customer.   147 

Q. How do sales customers and CFY customers pay for the use of capacity 148 

assets? 149 

A. All customers pay for the assets in the same way at the same rate, either through 150 

base rates for services including on-system storage and related capacity and 151 

through either the Non Commodity Gas Charge (“NCGC”) or Aggregation 152 

Balancing Gas Charge (“ABGC”) for upstream storage and capacity. 153 

Q. How do the Companies provide for peak day capacity for the sales 154 

customers? 155 

A. The Companies control delivery assets designed to provide 103% of a peak day in 156 

deliverability. 157 

Q. How do the Companies provide for peak day capacity for the CFY 158 

customers? 159 
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A. CFY customers or their suppliers receive only enough storage assets to provide 160 

71% of their peak day needs. 161 

Q. So, when comparing deliverability assets provided to sales customers to those 162 

provided to CFY customers, the CFY customers fall short? 163 

A. Yes.  Even though both groups of customers are paying the same amount to the 164 

Companies for the use of those assets, the CFY customers receive 32% less 165 

delivery assets to serve their peak day need - the difference between 103% and 166 

71%. 167 

Q. RGS proposed an implementation of a program modeled after the more 168 

successful Customer Select program at Nicor Gas.  Could the Companies 169 

modify their existing program to address this serious, unfair shortcoming? 170 

A. Yes.  The Companies could address these shortcomings within their existing 171 

program by providing equal asset allocation to all customers.   172 

Q. The Companies have admitted that the sales and CFY customers are charged 173 

the same delivery rates, yet you state that the CFY customers receive less in 174 

system assets to meet their delivery needs.  Can you provide an example? 175 

A. Yes.  RGS Ex. 2.1 (proprietary) illustrates the assets that Peoples Gas uses to 176 

meet the peak day need of sales customers of 1,936,603 Dth.  (A similar example 177 

could be constructed for North Shore.)  Using a mix of on-system storage, off-178 

system storage, firm capacity, and citygate deliveries, Peoples Gas assembles a 179 

total peak day capacity of 1,994,684 Dth, or 103% of the design day needs. 180 

 CFY customers, however, receive storage from Peoples Gas but then must 181 

contract on their own for additional deliverability assets to meet their needs. 182 



 
 

9

Q. While the CFY customers should have the same 103% of peak day 183 

capabilities provided, how much does Peoples Gas actually provide? 184 

A. Only 71% is provided.  Peoples Gas provides only storage assets, but not 185 

upstream capacity.  I have illustrated this in a comparison chart as RGS Ex. 2.2 186 

(proprietary).  There is a 32% shortfall between what is provided for sales 187 

customers and what is provided for CFY customers.  That is not fair. 188 

Q. How do CFY suppliers overcome this shortfall? 189 

A. In order to overcome the deficiency in the allocation of delivery assets, CFY 190 

suppliers must contract for, and pay for, additional deliverability assets.  That is a 191 

cost burden that Peoples Gas has created, to the detriment of CFY suppliers. 192 

Q. What are your proposed solutions in order of preference? 193 

A. 1. Adopt a program similar to that at Nicor Gas, which works better than the CFY 194 

program. 195 

 2. Keep the CFY program but increase the asset allocation, so CFY customers 196 

receive the same assets at sales customers. 197 

 3. Keep the CFY program but drop the AGBC or otherwise reduce the CFY 198 

customer costs by 32% to reflect the assets which CFY customers currently are 199 

charged  for, but which are not actually provided by the Companies. 200 

 201 

ADMINISTRATIVE CHARGES SHOULD BE INCLUDED IN BASE RATES 202 

Q. In her rebuttal testimony (NS-PGL VG-2.0) Companies’ witness Grace 203 

disagreed with your proposal to include administrative charges in base rates 204 

for all small volume customers.  What evidence did Ms. Grace present that 205 
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substantiated her Exhibit 1.10 that included $1,317,557 of incremental costs 206 

to be billed to CFY customers?   207 

A. None.  Although I requested significant detail from the Companies that would 208 

have substantiated such costs, the Companies repeatedly stated that they had no 209 

such data and did not use such data. 210 

Q. What costs were included in the $1,317,557? 211 

A. According to the NS-PGL Ex. VG-1.10, those were charges for “Gas 212 

Transportation Services-labor” for “Contract administration, billing, billing 213 

exception processing, billing adjustments, supplier support, customer inquiries, 214 

PEGASys billing & support, gas scheduling, CFY supplier billing.”  That amount 215 

also included “Other Costs for Telecommunication & general office expenses and 216 

Ongoing application maintenance, minor enhancements (CFY & PEGASys).”     217 

Q. Upon review of Exhibit 1.10, the CFY customers appear to pay all of the 218 

same costs that the rest of the Rate 1 and Rate 2 small volume customers pay 219 

for such services as gas transportation, billing, and call center services, and 220 

then they pay an incremental amount of $1,317,557.  Did Ms. Grace’s Exhibit 221 

1.10 include any deductions or offsets for the services (such as gas 222 

transportation, billing or call center) that CFY customers do not use? 223 

A. No.  The Companies neglected to provide any such credit or deductions in their 224 

cost calculation to reflect the services CFY customers do not use.  It appears that 225 

the Companies are “double dipping” by charging any customers that choose to 226 

select an alternative gas supplier twice for similar services. 227 
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Q. Did RGS request a detailed explanation and detailed cost information 228 

regarding all development, implementation, and administrative costs 229 

incurred by the Companies since January 1, 2000 to the present pertaining to 230 

information technology and computer programs to handle customer 231 

enrollment, participation, termination, and/or consolidation by a supplier 232 

other than the Companies (“Supplier”) and billing to any such Supplier 233 

along with the relevant workpapers? 234 

A. Yes.  RGS made that request in its first set of Data Requests – specifically in RGS 235 

Data Request 1.42.  The Companies’ response, which I submit along with other 236 

responses of Peoples as an exhibit (the responses of North Shore Gas were the 237 

same), was that the “requested information is not maintained in and cannot be 238 

retrieved in the requested level of detail.”  (See RGS Ex. 2.3 p. 1)  It seems the 239 

Companies have no support for the Administrative charges that are assessed to the 240 

CFY program.  241 

Q. Did you request a detailed explanation and detailed cost information 242 

regarding all development, implementation, and administrative costs 243 

incurred by the Companies since January 1, 2000 for Supplier and customer 244 

education, including, without limitation, expenses relating to Supplier 245 

meetings, communication and advertising materials directed to eligible 246 

customers, and media announcements along with the relevant workpapers? 247 

A. Yes.  That request was made in RGS Data Request 1.43.  The response, which I 248 

submit as an exhibit, was that the “requested information is not maintained in and 249 

cannot be retrieved in the requested level of detail.”  (See RGS Ex. 2.3. p. 2)  It 250 
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seems the Companies have no support for any costs relating to Supplier meetings, 251 

communication and advertising materials directed to eligible customers, and 252 

media announcements that are assessed to the CFY program.  253 

Q. Did you request a detailed explanation and detailed cost information 254 

regarding all costs incurred by the Companies since January 1, 2000 as a 255 

result of the telephone calls to the Companies’ customer call center(s) from 256 

customers inquiring about Choices For You programs (Not Choices for You 257 

customers inquiring about utility billing and/or metering issues) including all 258 

costs related to additional staffing, training of customer service 259 

representatives, correspondence activity, and overall administration? 260 

A. Yes. That request was made in RGS Data Request 1.46.  The response, which I 261 

submit as an exhibit, was that the “requested information is not maintained in and 262 

cannot be retrieved in the requested level of detail.”  (See RGS Ex. 2.3 p. 3)  It 263 

seems the Companies have no support for any of the call center related charges 264 

that are assessed to the CFY program.  265 

Q. Did you request a detailed explanation and detailed cost information 266 

regarding all incremental costs added to the Companies’ billing services since 267 

January 1, 2000 incurred in connection with segregating Choices For You 268 

customers from other customers, developing new or separate billing 269 

procedures, and ensuring proper billing of Choices For You customers, 270 

specifying whether the costs so incurred include or do not include 271 

investments for new equipment and software acquired by the Companies 272 

along with relevant workpapers? 273 
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A. Yes. That request was made in  RGS Data Request 1.47.  The response, which I 274 

submit as an exhibit, was that the “requested information is not maintained in and 275 

cannot be retrieved in the requested level of detail.”  (See RGS Ex. 2.3. p. 4)  It 276 

seems the Companies have no support for the billing system charges that are 277 

assessed to the CFY program.  278 

Q. Did you request a detailed explanation and detailed cost information 279 

regarding all direct and indirect costs incurred by the Companies since 280 

January 1, 2000 associated with the Companies’ development, 281 

implementation, administration, modification, and maintenance of all 282 

Choices For You programs  along with the relevant workpapers? 283 

A. Yes. That request was made in RGS Data Request 1.48.  The response, which I 284 

submit as an exhibit, was that the “requested information is not maintained in and 285 

cannot be retrieved in the requested level of detail.”  (See RGS Ex. 2.3 p. 5)  It 286 

seems the Companies have no support for any costs assessed for the development, 287 

implementation, administration, modification, and maintenance of all Choices For 288 

You programs.  289 

Q. Did you request that the Companies provide the methodology for 290 

determining the monthly billing fee charged to Choices For You suppliers 291 

and to explain fully the basis for the charge, along with the relevant 292 

workpapers? 293 

A. Yes. That request was made in RGS Data Request 1.50.  The response, which I 294 

submit as an exhibit, was that “The basis for these charges and related workpapers 295 

were approved in Docket 01-0470”.  (See RGS Ex. 2.3 p. 6)  It seems the 296 
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Companies have collected no cost data since 2001 and have no support for the 297 

monthly billing charges that are assessed to CFY suppliers.  298 

Q. Did you request a detailed list of all of the Companies’ customer call center 299 

employees that are dedicated to Choices For You on a full time basis, the 300 

wages for whom are not included in payroll that is, only those of the 301 

Companies’ call center employees whose time is utilized exclusively for 302 

purposes of answering customer inquiries whose wages are not being 303 

recovered in base rates, or proposed to be recovered in base rates, along with 304 

the relevant workpapers? 305 

A. Yes. That request was made in RGS Data Request 1.53.  The response, which I 306 

submit as an exhibit, was that “The Company does not have call center employees 307 

that are dedicated only to Choices For You call”.  (See RGS Ex. 2.3 p. 7)  It seems 308 

the Companies have no support for the call center payroll charges that are 309 

assessed to the CFY program.  310 

Q. The Companies have stated they have no support for any of the components 311 

of the $1,317,557 that they identified in NS-PGL Ex. VG-1.10 as the charges 312 

for Riders AGG/CFY.  What actions should be taken? 313 

A. The charges to CFY suppliers and customers should be discontinued.  In NS-PGL 314 

Ex. VG-1.10 this amount is indicated as $1.10 per customer per month. 315 

Q. If the Companies had provided evidence that supported some or all of the 316 

charges, would that have made a difference in your recommendation? 317 

A.  Actually, no.  The reason for this is that the costs that the Companies are 318 

attempting to recover are being recovered already through base rates from all Rate 319 
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1 and Rate 2 customers.  The Companies made no attempt to remove the 320 

AGG/CFY costs from base rates.  Companies’ witness Grace stated in her direct 321 

testimony “the distribution charge will be the same for sales and transportation 322 

customers” (NS-PGL Ex. VG-1.01 at line 232.) 323 

Q. What will be the impact on the Companies’ revenue requirement? 324 

A. Their overall revenue requirement should be reduced by $1,317,557. 325 

Q. Had the Companies provided sufficient evidence that identified costs that 326 

were incurred solely by AGG/CFY customers, would that be reason to 327 

charge such costs to customers (or their suppliers) that decide to select an 328 

alternative gas supplier other than the Companies? 329 

A. No.  According to NS-PGL Ex. VG-1.10, there are 70, 811 CFY customers.  The 330 

CFY program has clearly developed beyond some “experimental” or “pilot” 331 

program.  It is a service offering that all qualified Rate 1 and Rate 2 customers 332 

can chose to enjoy.  Putting up an Administrative charges cost barrier will harm 333 

the development of the competitive alternative to gas supply from the Companies.  334 

The Companies should be directed to do as Nicor Gas does, which is to include all 335 

non-supply costs in base rates.  Doing otherwise would result in the perpetuation 336 

of distorted price signals, which result in continuing to impede the development 337 

of the competitive market. 338 

339 
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 339 

THE COMPANIES STILL REFUSE TO MAKE ADMINISTRATIVE 340 
IMPROVEMENTS THAT WOULD BENEFIT CUSTOMERS THAT WISH TO 341 

SELECT AN ALTERNATIVE GAS SUPPLIER 342 
 343 

Q. In Mr. McKendry’s rebuttal testimony (NS-PGL Ex. JM-1.0) he rejected 344 

many of your recommendations to make administrative improvements.  345 

Please list those rejected recommendations. 346 

A. Here are the recommendations I made that  Mr. McKendry rejected: 347 

 1. The Companies should allow customers with arrearages to select Alternative 348 

Suppliers offering the Single Bill Option (see RGS Ex. 1.0 at line 568);  349 

 2. The Companies should follow the customers’ instructions and directly transfer 350 

credit balances to their designated Alternative Supplier (see RGS Ex. 1.0 at line 351 

583);  352 

 3.  The Companies should follow the customers’ direction and promptly switch 353 

them to an alternative gas supplier and not delay that switch by 19 days (see RGS 354 

Ex. 1.0 at line 644);   355 

 4. The Companies should follow the customers’ direction to be served by an 356 

Alternative Supplier when the customer initiates service instead of waiting for one 357 

month to do so (see RGS Ex. 1.0 at line 647); and 358 

 5. The Companies should provide inventory and storage volume data to suppliers 359 

in an easy manner.  (See RGS Ex. 1.0 at line 698.) 360 

Q. Why should the Companies stop removing customers from service under 361 

Rider SBO when they elect to cancel their participation in the budget 362 

payment program? 363 
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A. As I explained in my direct testimony, when a customer elects alternative gas 364 

service with an Alternative Supplier under SBO, the Alternative Supplier then 365 

removes the customer from the utility’s budget payment plan.  The Alternative 366 

Supplier does so because the Alternative Supplier now is going to oversee the 367 

collection of any amounts the customer owes the utility and address any debits in 368 

the customer’s account.  When this occurs, the Companies then view the customer 369 

as in arrears and enforce their unnecessary requirement that such a customer is not 370 

allowed to participate in an Alternative Supplier’s SBO program. 371 

 The Companies should remove the requirement so that customers are free to 372 

participate in a program that they find attractive. 373 

Q. In Mr. McKendry’s rebuttal testimony he points out that it is the Alternative 374 

Supplier decision to remove the customer from the utility budget payment 375 

program and then implies that therefore the Alternative Supplier is 376 

responsible for putting the customer in a category that is not allowed to take 377 

service under SBO.  (See NS-PGL Ex. JM-1.0 at line 332.)  Who really 378 

rescinds the customers eligibility for SBO participation? 379 

A. Make no mistake about this.  It is the Companies that have the policy that a 380 

customer in arrears cannot participate in an SBO program.  This is the 381 

requirement that RGS wishes to have removed from the Companies’ tariffs.   382 

Q. Mr. McKendry then claims this issue was dealt with eight years ago at 383 

Docket Nos. 01-0469 and 01-0470, and stands by the old tariff restriction.  384 

(NS-PGL Ex. JM-1.0 at lines 338-43.)  What is the reason to update our 385 

thinking and remove this outdated utility requirement? 386 
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A. In the eight years that Alternative Suppliers have operated (since 2001) they have 387 

acquired much experience and now know that this restriction is an important issue 388 

that hinders customer choice. 389 

Q. In line 346 of his rebuttal testimony, Mr. McKendry states, “allowing only 390 

customers with no arrears to receive Rider SBO billing is less complicated."  391 

Is this less complicated for the utility or for the Alternative Supplier?  392 

A. It may be less complicated for the utility to block customers with in arrears from 393 

participating in the customer choice programs, but it is without question more 394 

complicated for the customers and the Alternative Suppliers.  There are many 395 

instances of how this has significantly complicated suppliers’ processing for 396 

customer accounts.  It is an additional customer characteristic driven by the utility 397 

that supplier systems need to recognize and maintain based on utility 398 

notifications.  This characteristic not only changes how Alternative Suppliers bill 399 

a customer, but also how they recognize and maintain the customer's utility 400 

balance in their billing system.  401 

Q. Mr. McKendry is concerned that Alternative Suppliers will not collect utility 402 

balances (see NS-PGL Ex. JM-1.0 at lines 355-60); is this concern founded in 403 

logic? 404 

A. Not at all.  Since any payment by a customer is first applied to the utility charges 405 

and only after the utility charges are satisfied are then applied to Alternative 406 

Supplier charges, the Alternative Supplier is highly motivated to collect the utility 407 

charges. 408 
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Q. Mr. McKendry also stated that “Alternative Suppliers are not obligated, 409 

under Rider SBO, to accept or print bill messages.”  (NS-PGL Ex. JM-1.0 at 410 

lines 353-54.)  Is this a true statement? 411 

A. No. According to Rider SBO, Page 3, Section D, paragraph (4), Alternative 412 

Suppliers are required to print “other information provided by the Company” on 413 

the customer’s bill.  The Companies may send up to three bill messages every 414 

month and the Alternative Suppliers print those messages. 415 

Q. Does Nicor Gas have this restriction? 416 

A. No.  Nicor allows customers in arrears to participate in its choice program, and 417 

the single bill option program works well for Nicor’s customers and the 418 

Alternative Suppliers. 419 

Q. Mr. McKendry disagrees that the Companies should allow customers with 420 

arrearages to select Alternative Suppliers offering the Single Bill Option? 421 

A. Yes.  The result of removing a customer from the Companies’ budget payment 422 

plan then can cause the customer to be more than 60 days in arrears. 423 

Q. What should the Companies be directed to do? 424 

A. They should be directed to remove the requirement by deleting the language in 425 

Rider SBO, Page 4, Section F, paragraph (b). 426 

Q. Mr. McKendry did not agree with RGS’s recommendation that the 427 

Companies follow the customer’s instructions and directly transfer credit 428 

balances to their designated Alternative Supplier.  429 

A. Correct.  He said he was not sure if the supplier agreements with the customer 430 

contain such explicit authorization. (NS-PGL Ex. JM-1.0 at lines 367-68.)  431 
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Q. In your response to data request 2.13 you provided an example of such clear 432 

language from a supplier agreement, correct? 433 

A. Yes.  The agreement language stated, “You also authorize the Company to 434 

transfer any credit balances residing in your utility account to your Company 435 

account or to you” where “Company” refers to the Alternative Supplier.  I am 436 

including that data response as RGS Ex. 2.4.  That language is explicit. 437 

Q. Mr. McKendry claimed the Companies do not review every customer 438 

agreement.  (NS-PGL Ex. JM-1.0 at lines 371-72.)  Should this matter? 439 

A. No it should not.  An Alternative Supplier does not supply the Companies with 440 

copies of each and every customer agreement, but the Alternative Supplier still 441 

must adhere to the rules for providing Rider SBO service and to the terms it has 442 

agreed to with their customers.  In this specific topic of credit balance transfers, 443 

the Alternative Suppliers can and do supply an affidavit with every request for a 444 

credit transfer that states they have an agency agreement with the customer to do 445 

so.  This is not required for any suppliers not doing SBO billing. 446 

Q. In lines 377-381 Mr. McKendry complained about costs of automating their 447 

process and lack of evidence of the number of occurrences of the Companies 448 

not following the explicit instructions of their customers.  (See NG-PGL Ex. 449 

JM-1.0 at lines 377-81.)  Is this relevant? 450 

A. No it is not. My testimony addressed the fundamental issue that the Companies 451 

should follow their customers’ instructions, not whether or not their billing system 452 

required modifications or the number of instances of occurrence.  This is not a 453 
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problem in Nicor Gas’s service area, where the utility follows the instructions of 454 

its customers concerning the same issue. 455 

Q. How many occurrences of credit balance transfers have there been? 456 

A.  The requests by customers for a credit balance transfer are frequent enough that a 457 

policy change is merited.  One Alternative Supplier issued almost 500 bills where 458 

the amount due on the payment stub differed from the account balance (supplier 459 

balance plus utility balance) because of a utility credit balance that was not shared 460 

with the Alternative Supplier. There were 127 bills where the account balance 461 

was a credit, but the Alternative Supplier had to ask for payment.  Customers’ 462 

instructions need to be followed, not arbitrarily ignored by the Companies. 463 

Q. Mr. M cKendry also disagreed with your desire to see the Companies comply 464 

with SB 171 and not delay the customers switch to an Alternative Supplier.  465 

(NS-PGL Ex. JM-1.0 at lines 412-13.)  What was his rationale? 466 

A. While SB 171 allows a customer to rescind his switching decision for up to 10 467 

business days, Mr. McKendry provided an example that illustrated why the 468 

Companies believe 19 days is necessary.  This, of course, delays the customer 469 

switch much longer than necessary or intended.      470 

Q. Was his example typical? 471 

A. No, his example was solitary and unique.  He selected the most self-service 472 

example possible where a customer HAS to enroll on the day before 473 

Thanksgiving and rescind on the last day possible.  The Companies have based 474 

their entire argument and policy for the entire year on the most extreme day of the 475 

year.  An example that is reasonable would be that of an enrollment during a 476 
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normal week, where the customer is then allowed up to ten business days to 477 

rescind.   478 

Q. Mr. McKendry defends the Companies’ practice of supplying new customers 479 

with the Companies’ gas for their first month of service even if the customer 480 

has signed up to be supplied by an Alternative Supplier.  (NS-PGL Ex. JM-481 

1.0 at lines 445-60.)  Are his reasons sound? 482 

A. No.  His first excuse is akin to saying that it is just company policy.  For his 483 

second reason he hides behind SB 171 even though the customers supply election 484 

could still be honored for the first month of service.  It is apparent that the 485 

Companies attempt to drive supply choices toward system supply and away from 486 

Alternative Suppliers.  This is entirely inappropriate and should not be tolerated 487 

by the Commission. 488 

Q. What one concern of yours did Mr. McKendry address? 489 

A. I had recommended that the Companies sharpen up their arithmetic when 490 

rounding the Maximum Daily Quantity (MDQ) for small customers served in 491 

pools.  Instead of rounding those volumes to the nearest decatherm, which meant 492 

that the typical residential customer’s MDQ was rounded to zero, they have 493 

proposed to round to the nearest therm.  (NS-PGL Ex. JM-1.0 at lines 501-03.)  I 494 

agree with Mr. McKendry’s proposal. 495 

Q. Mr. McKendry even quibbled with your recommendation to provide a 496 

variety of important storage and inventory data in a more convenient 497 

manner.  What was his rationale? 498 



 
 

23

A. He said that they provide all that data either on the bill or it can be accessed in the 499 

PEGASys system if Alternative Suppliers only knew where to look, and that the 500 

Companies would spend time training us.  (NS-PGL Ex. JM-1.0 at lines 464-65.)  501 

It is unclear why the Companies continue to refuse to provide the four (4) basic 502 

pieces of data in a user-friendly manner, and instead want Alternative Suppliers to 503 

adhere to the Companies’ burdensome processes. 504 

Q. What are the four components of storage data that Alternative Suppliers 505 

require to properly manage their business and where is such data currently 506 

available? 507 

A. The four items are:  (1) the Storage Balance (which is available on PEGASys); (2) 508 

the Storage Adjustment Cumulative (which is updated once a month and available 509 

on PEGASys); (3) the Deposit Balance (which is on the bill); and (4) the Carry 510 

Forward amounts (which also is on the bill).  These are the four important storage 511 

data items that could be placed on the supplier bill and eliminate the manual 512 

hunting of data that suppliers must undertake to understand and manage their 513 

storage positions. 514 

Q. The Companies’ attitude does not really portray an interest to continuously 515 

improve their services does it? 516 

A. No.  As I explained in my direct testimony, Nicor Gas already provides the data in 517 

a user-friendly manner; I offered up Nicor as a model for the Companies to use.  518 

(See RGS Ex. 1.0 at lines 698-700.) 519 

Q. What would you hope the outcome of this issue would be? 520 
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A. That the Companies be directed to hold discussions with Alternative Suppliers 521 

over the 90 days following the final order in this case and to implement the 522 

improvements that are identified in those discussions. 523 

 524 

CFY STORAGE CREDIT 525 

Q. Did you review the direct testimony of ICC Staff witness David Sackett 526 

concerning the manner of crediting the costs related to working capital for 527 

gas in storage (Staff Ex. 12.0 at lines 352-498)? 528 

A. Yes.  Mr. Sackett is recommending that the credit which is now applied on a per-529 

customer basis be applied on a per-therm basis. 530 

Q. Do you agree with Mr. Sackett’s recommendation? 531 

A. Yes.  This was an issue in the previous base rate proceeding of the Companies 532 

(Docket No. 07-0241/07-0242 Cons.) as Mr. Sackett describes in his testimony.  533 

During those proceedings the RGS had recommended that the credit be applied on 534 

a per-therm basis.  I renew that recommendation now and am in agreement with 535 

Mr. Sackett’s proposal for treatment of the credit. 536 

 537 

CONCLUSION AND RECOMMENDATIONS 538 

Q. Please summarize your recommendations. 539 

A. I recommend that the Companies be directed to: 540 

1. Provide a fair allocation and control of upstream capacity and all storage 541 

assets to Alternative Suppliers.  542 

2. Reduce the unreasonable month-end tolerance penalty. 543 



 
 

25

3. Revise the AGBC to reflect the level of storage capacity and access that 544 

Alternative Suppliers can actually use.  545 

4. Discontinue the Administrative and LDC Billing Option Charges. 546 

5. Enable an Alternative Supplier providing service under Rider SBO to 547 

continue serving customers who fall into arrears with the utility.   548 

6. Transfer credit balances the customer has with the utility to the Alternative 549 

Supplier when the customer has a debit balance with the Alternative 550 

Supplier. 551 

7. Reduce the wait period that allows customers to change their decision 552 

regarding switching of their gas supplier to the 10 days as required by SB 553 

171. 554 

8. Cease their practice of requiring a customer to take sales service for one 555 

month before they can activate in the Choices For You program.   556 

9. Make administrative improvement in the supplier billing system and 557 

Pegasus system. 558 

10. Change the method of crediting costs related to working capital for gas in 559 

storage from a per-customer credit to a per-therm credit as it applies to 560 

Riders AGG/CFY. 561 

Q. Please summarize your main concepts. 562 

A. Continued progress has been made in Choice programs in Illinois over the past 563 

few years.  A better model of storage and asset allocation exists in the Choice 564 

program in place at Nicor Gas, which has been recently approved by the 565 

Commission in ICC Docket No. 08-0363.  Such improvements should now be 566 
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implemented at Peoples and North Shore.  They must fairly allocate system assets 567 

like on-system storage and upstream assets to all customer groups.  Their current 568 

policies severely limit Choices For You customers relative to sales and 569 

transportation customers.  They should be directed to allow Choices For You 570 

Alternative Suppliers to operate with greater flexibility so the customers that 571 

chose that program are not disadvantaged compared to customers who decide to 572 

retain the Companies as their gas supplier.  All the costs that relate to Choices For 573 

You services which all Rate 1 and Rate 2 customers are eligible should be 574 

included in base rates for each of those customer classes, similar to the treatment 575 

such costs receive at Nicor Gas.   The Companies should be directed to make it 576 

easier for customers to become Choices For You customers by modification of 577 

their policies that create unnecessary burdens or cost hurdles for customers 578 

selecting Alternative Suppliers.     579 

Q. Does this conclude your rebuttal testimony? 580 

A. Yes. 581 


